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AlCPA Washington Report
September 3, 1973 
Volume I, Issue 35
CIVIL AERONAUTICS BOARD
An air carrier reorganization determination has recently
been issued by the Board. With certain qualifications 
the Board will permit certificated air carriers to 
enter into diversified business activities and to 
permit reorganizations of corporate ownership and 
control by creating holding companies to own the 
air carrier or to acquire or form subsidiaries or 
divisions. The decision remains subject to review 
by the Board. Copies may be secured by contacting the 
Publications Office at 202/382-7957.
CONSUMER PROTECTION AGENCY
"CPA" legislation hearings are scheduled for 9/17-19, 
and 21 before the Legislation Subcommittee of the 
House Government Operations Committee. The two 
primary bills under consideration are HR 21 (Rosenthal, 
D-N.Y.) and HR 14 (Holifield, D-Cal.). In the Senate, 
both the Ribicoff bill (S. 707) and Sen. Allen's bill 
(S. 1160), are pending in the subcommittee.
COST OF LIVING COUNCIL
The Executive pay regulations are being revised by the Council 
The proposed Subpart K to Part 152 will be announced 
in the 8/31/73 Fed. Reg., and contains executive and 
variable compensation rules for comment. Companies 
would be required to identify an "executive control 
group". The term "executive" is being defined much 
the same way as in the SEC regulations. Comments 
will be accepted on the proposals until 9/17/73. Final 
regulations will be published after consideration of 
comments and will be retroactively effective as of 
8/29/73.
The Committee on Interest and Dividends has issued a statement 
(8/23/73) which sets guidelines for overall bank profit 
margins for domestic operations. The statement is 
available at the Committee's office, Federal Reserve
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Building, Twentieth Street and Constitution Avenue,
N.W. , Washington, D.C., 20557; Phone 202/737-4171.
Price guidelines for health insurance companies have been 
issued by the CLC (Fed. Reg., 8/15/73, p. 21978) .
The role of the IRS has been expanded in the Phase IV
stabilization program. The CLC announced that pre­
notification will be handled primarily through the 
District offices or the Service. The current IRS 
role is similar to the role it played under Phase II.
(Fed, Reg., 8/15/73, p. 21981).
ENERGY AND NATURAL RESOURCES, DEPARTMENT OF
Legislation creating the DENR (HR 9090) will continue before 
the House Government Operations Subcommittee in 
September. To implement research, the bill calls for 
an outlay of $100 million in 1974, and an outlay of 
$10 billion over five years starting in 1975. Hearings 
on the Senate companion bill, S. 2135, will also 
continue in September.
FEDERAL HOME LOAN BANK BOARD
The FHLBB is considering adopting a "flexible schedule of
repayments" on home mortgages to meet borrower’s 
financial needs. Under such a liberalized policy, 
borrower and lender would negotiate such a schedule 
as long as each payment covered interest due and the 
loan became fully amortized after the eight years.
Comments from interested parties are invited.
The FHLBB has issued new regulations on the payment of insurance 
premiums made by savings and loan associations to the 
Federal Savings and Loan Insurance Corp. In a move to 
eliminate the corporation's secondary reserves, the 
FHLBB announced: (1) further prepayments of premiums 
by insured institutions to the secondary reserve will 
be discontinued; (2) the Board, under certain conditions, 
can authorize that a portion of the regular annual 
insurance premium of each insured institution for a given 
year be paid from the pro rata share of the institution, 
if any, in the secondary reserve. These moves will be 
made in an effort to eliminate the corporation’s secondary 
reserves. (Fed. Reg., 8/28/73, p. 22955-57).
FEDERAL TRADE COMMISSION
The proposed line of business reporting form has been
resubmitted to OMB for approval. The FTC is striving 
to improve the quality of the economic data it receives 
from corporations and this form is designed for firms
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to report income and profits to the government on 
a detailed product-line basis. The proposal would require 
most corporations with assets of $50 million or more to 
report their profits, revenue, advertising expenditures, 
and R&D costs for any of about 400 product categories, 
ranging from the manufacturing of food products, to 
industrial trucks and tractors, and to computers. The 
number of firms affected would be close to 2,000. The 
Commission's annual line-of-business report program and 
statement of purpose can be secured by contacting the 
Commission at 202/963-1110.
Hearings on industrial reorganization legislation (S . 1167,
Sen. Hart, D-Mich.) will continue before the Senate 
Judiciary Antitrust Subcommittee this Fall. The bill 
would create an Industrial Reorganization Commission 
and court with authority to dismantle and reorganize 
so-called monopolies in 7 major industries. Hearings 
were held earlier this year with the Communications 
Industry, the first of the 7 to be reviewed.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
New rules governing HEW's student nursing loans have
been proposed. (Fed. Reg., 8/30/73, p. 23414).
Section 75.318 deals with proposed standards for 
records, reports, inspection and audit. Comments 
are required on or before 10/1/73.
HEW announces transfer of responsibility. HEW's Office 
of Administration and Management has announced some 
corrections to its 8/3/73 notice of internal 
reorganization. (Fed. Reg., 8/30/73, p. 23430). The 
reorganization has affected the Budget and Financial 
Management Division and the Grants and Contract 
Management Division.
Regulations governing grants to states for drug abuse
prevention have been proposed. (Fed. Reg., 8/28/73, 
p. 22968). The proposed regulations set forth financial 
and auditing requirements that grantee states must 
meet. The comment deadline on these proposals is 
9/26/73.
Regulations covering State contracts for management consulting
services related to medical assistance programs have
been proposed by the Social and Rehabilitation Service. 
Persons wishing to comment on the proposals must do so 
on or before 9/17/73. (Fed, Reg., 8/17/73, p. 22242).
HEW has issued regulations covering comprehensive educational 
planning and evaluation. (Fed. Reg., 8/14/73, p. 21924).
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The regulations affect State and local educational 
agencies as grantees under Part C, Title 5 of the 
Elementary and Secondary Education Act of 1965.
Audits by the department, GAO or their representatives 
are required (see Section 129.16).
HOUSING AND URBAN DEVELOPMENT
Markup of comprehensive new housing legislation by the
Senate Banking's Housing Subcommittee will continue 
in September. The bill, S. 1744, while consolidating 
some housing programs, provides for categorical funding 
rather than block grant funding (i.e., special revenue 
sharing) as recommended by the Administration.
The American Institute of Architects (AIA) is 
backing the Community Development Assistance Act 
(S. 1744) over the recommendations contained in the 
Administration's "Better Communities Act" (S. 1743).
The general approach of both Congress and the Administration 
to consolidate the "patch work" of categorical grant 
programs was favored.
INTERSTATE COMMERCE COMMISSION
An ICC "secret study", hinting at rate abuse, has reportedly 
uncovered what apparently are widespread abuses and 
possible conflicts of interest in trucking and railroad 
rate bureaus (8/29/73 Star-News). It appears one of 
the questions the ICC hopes to have answered as a result 
of this study is whether the ICC should set up a uniform 
accounting system for rate bureaus.
An ICC ruling has redefined the term "securities" in an effort 
to assert its role in financing. The Commission has now 
determined the word "securities" includes loan and credit 
agreements, mortgages, chattel mortgages, advances, 
deeds of trusts, equipment trusts and other agreements 
which provide for loans and leases of certain properties.
Copies of the order (Ex parte 275 of 8/30/73) 
are available through the Secretary's office, 202/343-6177.
OFFICE OF MANAGEMENT AND BUDGET
Line of business reporting will be discussed at a public 
meeting of the Business Advisory Council on Federal 
Reports. The meeting is scheduled for 9/19/73, Room 2008, 
New Executive Office Building, Washington, D.C. The 
purpose of the meeting is to obtain advice on reporting 
problems involved in a proposed public use report of 
the Federal Trade Commission entitled "Annual Line of 
Business Report." For further information, call 
202/395-4730.
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(See "FTC" for more details of this reporting requirement)
Budget reform legislation is expected to be taken up by the 
Senate Government Operations Committee. Subcommittee 
action on S. 1541 (Ervin, D-N.C.) has been favorably 
completed. This bill recommends separate House and 
Senate budget committees, Presidential budget submission 
by Nov. 15, follow-up review by Sept. 15, 5-year budget 
projections, and pilot testing of major new programs.
House Rules Committee will continue hearings on similar 
legislation, HR 7130 (Ullman, D-Oreg.), this month.
300 agency goals have been approved by OMB and will be
implemented through the latest approach— "Management 
by Objectives" (MBO) techniques. OMB plans to meet 
bi-monthly with the agencies to check their progress 
toward the Presidential objectives. The MBO approach 
to enhancing federal program performance is the result 
of a Presidential directive of this past April.
Overall coordination rests with Dudley C. Mecum, II, 
Assistant OMB Director for Management and Organization.
The 8/18/73 National Journal contains an indepth review 
of OMB implementation within the federal agencies.
A recent OMB directive (Circular A-76) will permit more 
contracting out by government agencies. The change 
contrasts sharply with the wording of previous OMB 
directives which flatly forbade any contracting out 
that was designed to get around employment ceilings 
or as a way of offsetting federal job cuts. Copies 
of the recent directive may be secured by calling 
202/395-4527.
SECURITIES AND EXCHANGE COMMISSION
An interpretation of treasury stock acquisition provisions
of the APB Opinion on business combinations has been
issued (ASR No. 146 of 8/24/73). This release 
represents a series of interpretations of certain 
sections of APB Opinion No. 16. It notes that sections 
of the Opinion dealing with the relationship between 
purchases of treasury stock and the applicability of 
pooling-of-interest accounting are not being applied 
consistently. It endorsed the view that treasury stock 
acquisitions in the period beginning two years prior to 
initiation and ending at consummation of a business 
combination, in the absence of persuasive contrary 
evidence, are presumed to be made in contemplation of 
the combination. The release does not require revision 
of accounting for business combinations completed prior 
to its issuance.
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Ronald F . Hunt has resigned as Secretary for the Commission,
and Chairman Ray Garrett, Jr. has announced the appointment 
of George A. Fitzsimmons as his replacement. Mr.
Fitzsimmons has been with the Commission staff since 1968.
The SEC has rejected a role in Federal election campaign
reporting requirements. The SEC, under its proxy rules,
has declined to compel registrants to disclose 
contributions to corporate political funds. In support 
of its position, the Commission noted that Congress 
already has provided a means of dissemination in the 
Federal Election Campaign Act. The SEC further stated 
that any rule-making on its part would reflect on the 
adequacy of the law and might unnecessarily invade 
privacy.
SMALL BUSINESS ADMINISTRATION
The Annual Report to the President has recently been made
available. Prepared in two volumes, the Report contains 
information on the year’s major events for the SBA.
Volume 2 contains most of the actual program information, 
financial information and data.
Proposed rules regarding loans to state and local development 
companies appear in the 8/18/73 Fed. Reg., p. 22983. 
"Blanket guarantees" will be permitted if the changes 
are adopted. Comments will be accepted until 9/17/73.
Proposed disclosure of information regulations have been 
issued. (8/30/73 Fed. Reg., p. 23422) . Under the 
proposed regulations, examination, audit, investigative 
and litigation reports will be subject to public 
disclosure. Comments will be accepted until 10/1/73.
TREASURY, DEPARTMENT OF
A public hearing on proposed changes to the regulations 
relating to depreciation allowance for property of 
certain public utilities has been scheduled for 9/25/73 at 
10:00 a.m., at the Boutwell Auditorium, Internal Revenue 
Service Building, Washington, D.C.
Sen. Bible (D-Nev.) announces his retirement. Health was 
stated as the reason for the decision. He is the 
current Chairman of the Senate Select Committee for 
Small Business and sponsor of the "Bible bill" (S. 1098), 
a tax simplification measure. Sen. Bible recently 
expressed his pleasure for the assistance of several 
organizations, including the AICPA, for their help with 
suggestions to improve the IRS' "Tax Guide for Small 
Business." Mike Mintz, Chairman of the Tax Forms
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Committee and Joel Forster of the staff were personally 
thanked for their participation in this project.
Commissioner Alexander recently addressed the NSPA. He
indicated there will be few changes to the tax forms this 
year, and there will be improvements in correspondence 
with taxpayers, and a restructuring of the District 
Audit Division organization. The role of the tax 
auditor will be expanded to cover areas traditionally 
handled by revenue agents.
Financial system proposals and the current "credit crunch" 
will be taken up by the House Banking Committee.
Hearings before full committee are scheduled to begin 
on September 10, and will run intermittently for 
approximately two weeks. The Administration’s proposals 
for the U.S. financial system overhaul are expected 
to be considered.
Rep. Wilbur Mills (D-Ark.) has been hospitalized with back 
trouble which now must be operated on. He is expected 
to be out for approximately a month. This leaves the 
trade legislation and tax reform measures up in the air 
for the present, with some doubts that either can be 
resolved prior to the end of the session.
Pension legislation has received much attention this past
week. With the issuance of the Senate Finance Committee 
report (93-383) and availability of the Bentsen bill 
(S. 1179), there have been mixed reactions to the 
Committee’s conclusions. The Business Roundtable has 
indicated its members favor the bill's provisions; 
the National Chamber is afraid that there is net 
enough time to study all of its effects; and the AMA 
has expressed concern over the provisions affecting 
professional corporation pension plans.
Wade S. Williams 
Manager
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Agriculture, Department of
A meeting of the Agriculture Committee was held on August 8th. 
Committee members agreed to participate in seminars being 
held throughout the country by the Rural Electrification 
Administration (REA) this Fall. A member of the Committee 
will attend each seminar and discuss the availability of audits 
to be performed by CPAs for other agencies of the Federal Government
On August 20th a complimentary letter was sent to Frank B.
Elliott, Acting Administrator of the Farmers Home Administration 
(FHA), on the Audit Report section in Proposed FHA Rulemaking 
7CFR, Part 1823. The section clearly enumerates the qualifica­
tions of those who should conduct audits, and how the audit is 
to be conducted.
Cost Accounting Standards Board
At the recent meeting of the AAA in Quebec City, members of 
the CASB staff discussed the procedures of the CASB. In 
general, there was a plea for greater input in establishing 
cost accounting standards by educators and by accountants in 
active practice.
Economic Stabilization
The Advisory Committee on Food Regulations is preparing 
comments on the proposed regulations for "Stage B" of Phase IV.
Federal Taxation
Meeting with IRS Commissioner. Members of the Executive 
Committee met with Donald C. Alexander, Commissioner of 
Internal Revenue, to discuss items of mutual concern. The 
agenda included the following items: IRS access to accountants’ 
workpapers, informal conference procedures in the national office, 
conformity of tax and financial accounting, regulation of return 
preparers, tax simplification, and financial counseling fees 
under Rev. Rul. 73-13.
General Accounting Office
The Model Post-Audit Task Force met with the GAO and presented 
their comments on the draft "Model Post-Auditing Ordinance."
2Presently the task force is preparing comments on the 
"State Post Auditing Act" and a "Model Report" to be 
issued by GAO in pamphlet form which illustrates the 
implementation of the GAO's comtemplated "full scope" 
audit.
Health, Education and Welfare, Department of
The HEW Grant Programs Committee formally commented to the 
DHEW audit agency on its proposed "Head Start Audit Guide."
The Committee is now preparing comments for another proposed 
guide, "Audits of Local Educational Agency Programs for 
Educationally Deprived Children - Title I of the Elementary 
and Secondary Education Act."
Interstate Commerce Commission
A meeting of the ICC Committee will be held in the near 
future to consider comments on the proposed adoption by the 
ICC of equity accounting and tax allocation.
Pension Legislation
On August 22nd a letter of comment was sent to Mr. Mario Noto, 
Special Counsel to the Senate Labor Subcommittee, re-emphasizing 
our concern over some of the reporting and disclosure require­
ments in S.4. The letter suggested among other things that 
the bill: (1) enumerate separately what should be included 
in the basic financial statements for welfare plans vs. pension 
plans; (2) require statements be prepared in accordance with 
GAAP; (3) require the reason(s) for any change in a fiduciary; 
and (4) spell out who should be qualified to conduct audits 
(in accordance with GAO recommendations).
The revised House Pension Task Force bill (HR 9824) has 
incorporated the major changes to the reporting and disclosure 
section of HR 2 which were suggested by the AICPA.
Securities and Exchange Commission
The Committee met on August 14, 1973, primarily to discuss 
the SEC's proposal for revision of forms contained in 
Release 33-5405. The proposed revisions generally result in 
bringing the requirements for these forms into agreement with 
revised Regulation S-X, with each other, and with current 
practice. However a new income test for a "significant 
subsidiary", additional requirements for "parent only" statements 
where significant minority interest in stock or debt exists, and 
changes for registration of options, etc. (Form S-8) would 
expand current reporting requirements.
3We have been informed that, pending discussions with the 
Auditing Standards Executive Committee, the SEC generally 
is not insisting on use of the words "fairly applied" in 
letters filed in accordance with Item 7, paragraph 10(a) of 
Form 8-K.
A new release on "compensating balances" is expected shortly. 
Small Business Administration
On Tuesday, August 7th a meeting was held with Edwin Holloway, 
Acting Director, Office of Program Development and two 
members of his staff, Daniel Koehler and Morris Bush.
The Program Development Office is interested in promoting the 
SBA program and has asked the Institute for assistance in 
determining the ways such promotion can be done. This first 
meeting was exploratory; other meetings with more definitive 
objectives will be held this Fall.
Treasury, Department of
A second draft of the Office of Revenue Sharing (ORS) audit 
guide was received on August 17th. Members of the AICPA task 
force met with ORS on August 28th to discuss the draft, and on 
August 29th a final letter of comment was sent to ORS. The 
guide will be available in late September or early October.
